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Exploring the Incremental Distribution Network Pricing Mechanism in China

—Mechanism Design Based on Asymmetric Regulation Theory

Wang Junhao Li Yang Wu Junhong
(Chinese Government Regulation Research Institute, Zhejiang University of Finance and economics.,
Hangzhou 310018, P.R.China;
East China Electric Power Design Institute of China Power Engineering Consulting Group,
Shanghai 200063, P.R.China)

Abstract: Incremental distribution network reform is one of the two highlights of the new round of
power system reform in China, but the current pricing mechanism is difficult to guarantee the social
capital to obtain the permitted income, resulting in the slow progress of reform. The power grid en-
terprises with the functions of “transfer, transmission, distribution and sale” squeeze the profit
space of incremental distribution network enterprises and force them to withdraw from the competi-
tion by setting unreasonable power price differential. In order to effectively promote the incremental
distribution reform, this paper applies the asymmetric regulation theory to explore the
establishment of a new pricing mechanism for incremental distribution, and sets “unequal” rights
and obligations for the market subjects in an asymmetric competitive position, so that the newly en-
tered incremental distribution network enterprises can obtain competition space. In this paper, the
incremental distribution pricing model with priority to guarantee the permitted revenue is designed,
and the applicability of the model is verified by a case of a province.

Keywords: Incremental distribution network; Asymmetric regulation; Permitted income; Price mechanism
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